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INTERNATIONAL ECONOMIC PROBLEMS 



PRESIDENT KENNEDY, after welcoming Mr- Macmillan 
and his party, said that his administration were faced with 
a number of difficult economic decisions, such as the 
outflow of gold and the problem of reciprocal trade. What 
happened in Western Europe, particularly in relation to the 
Six and the Seven, would affect the United States and their 
future prospects. He would like to hear Mr. Macmillan's 
prognosis of economic developments. 

MR. MACMILLAN said that, in his view, the 
Communist Powers were gaining ground at the expense of the 
West. This was due to the free world's divisions. Only 
when these divisions were healed in the fields of banking, 
finance and trading would it be possible for us to help each 
other and help the less developed countries. One reason for 
these divisions was the re-emergence of Europe; it was 
almost true to say that Europe was now a third force. He 
and President Kennedy had recently had discussions about 
Laos and it was significant that Germany and Italy and even 
France, though now rich countries, were not interested in 
this problem. We must find a way of operating our 
financial, economic and trading policies in such a way that 
this kind of thing did not happen. We must re-unite the 
West under American leadership. This must be the theme of 
our policy. 

Mr. Macmillan said that there was a long-term and 
a short-term aspect to the economic problem. Both the 
United States and the United Kingdom were in temporary 
difficulties and yet their two currencies were the reserve 
currencies of 
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wished to emphasise was that we must press on with short- 
term remedies and not talk to the European surplus countries 
about our ideas for long-term rememdies, lest they should 
use them as an excuse for not doing anything in the short 
term. MR. MACMILLAN entirely agreed with this point. 

PRESIDENT KENNEDY intervened to say that, if the 
United States lost gold for another year, there would 
undoubtedly be pressure on them to cut down either their 
foreign aid or their military commitments. We hoped 
therefore that the Germans would help by playing their part 
both by taking a greater share of aid to less developed 
countries and in increasing their arms purchases from allied 
countries. 

MR. MACMILLAN said that he hoped it would be 
possible to examine ways in which the military costs of the 
United States and United Kingdom in Germany could be 
lessened. One possibility was that money might be saved by 
changing the location of the troops. Another was by making 
arrangements which would ensure that money spent on 
stationing troops in Germany would be paid out again by the 
Germans either in foreign aid or in purchases of military 
equipment. If the location of troops was to be changed, one 
way for the Unitjed Kingdom might be to have British troops 
stationed at home though still under North Atlantic Treaty 
Organisation command. 

PRESIDENT KENNEDY said that one of the 
difficulties for the Germans was that there was still a 
feeling in Germany that the British and American troops were 
an occupation force. He fully agreed that a study of this 
problem should be made. 

President Kennedy then asked how the problem of 
the Six and the Seven stood. Did Mr. Macmillan think a more 
prosperous Europe would come out of it, with opportunities 
not only for the United Kingdom but also for the United 
States and Canada, or would the problem of the Six and the 
Seven be solved in such a way as to cause difficulties for 
all of us? 

MR. MACMILLAN said that there were both economic 
and political aspects to this problem. Modern technology 
demanded that markets should be larger; and, the larger a 
trading association was, the more useful it would be. His 
own dream was that the Six and the Seven might ultimately 
form part of a wider Atlantic Union. The widest possible 
trading area would thus be created. His own feeling was 
that the United Kingdom and some of their partners in the 
Seven would have to find a means of association with the 
Six. He believed that it was in the interest of the free 
world that Europe should be re-united and should ultimately 
look to an Atlantic union. Otherwise the Six might 



PARTIAL TRANSCRIPTION - ORIGINAL FOLLOWS 



constitute themselves a third force and that would cause 
difficulties both for the United Kingdom and for the United 
States- At present the main obstacle might be General de 
Gaulle, who saw in the Six a political entity which would 
allow Europe to be free from what he regarded as the 
domination of the Anglo-Saxons. But, if he went, the 
leadership might pass to Germany and it might not be Dr. 
Adenauer 's Germany. The temptation to set themselves up as 
a third force would be very strong. Mr. Macmillan therefore 
thought that it would be to the advantage of the Western 
world that the United Kingdom should be associated with the 
political institutions of the Six. The United Kingdom could 
provide a stabilising element which would prevent either 
France or Germany from dominating Europe. He would like to 
see this come about provided it was supported by the United 
States. 
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of defence, economics and politics were very large. Much 
would turn on its ability to achieve unity and to mobilise 
its resources. Both the United Kingdom and the United 
States were deeply committed in other parts of the world. 
Nevertheless, the Administration felt that the unity and 
strength of the Atlantic Community must be a central object 
of policy. 

If this were accepted, Mr. Rusk continued, what 
did it imply for national policies? Ke thought there had 
hitherto been certain failures amongst members of the 
Atlantic Community to give proper weight to the effect of 
purely national policies on the Community as a whole. The 
United States, amongst others, had been negligent in this 
duty. Much could be done by improving consultation. Not 
enough use had been made of the North Atlantic Council. Nor 
had it proved to be a very effective forum for the solution 
of disputes within the Community. He hoped that the North 
Atlantic Council could be transformed into a forum where the 
national representatives would be men of outstanding ability 
able to discuss affairs "up to their metal 11 . MJr. Rusk also 
thought that informal sub-committees could be established to 
deal with various areas, e.g., Latin America, South-East 
Asia, etc. The existence of such committees should not be ^ 
publicised. Another possibility was that every six months 
or so groups of distinguished men, who would not be the 
official representatives of their governments, might be 
appointed to assess what was happening and how N.A.T.O. was 
getting on. 

Mr. Rusk summarised his views by saying that, 
despite the difficulties, far-reaching questions should be 
discussed in the North Atlantic Council so that' problems 
might be assessed before they arose in an acute form and a 
consensus of opinion developed which would make action 
easier when the time came for it. We should make it dlear 
to our allies that the health of the Atlantic Community was 
a central object of policy, and that the lesser members of 
it would be enabled to voice their views before decisions 
were made. We must look for ways to increase the weight 
given to the interests of the Atlantic Community as a whole 
when national policies were being formulated. 

MR. ACHESON said that he had studied the military 
policies of N.A.T.O., in consultation with representatives 
of the State Department, the Treasury and the Department of 
Defense. With the President's consent he gave the following 
summary of his conclusions. 
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LORD HOME said that he agreed generally with Mr 
Rusk's analysis of the political problems in N.A.T.O. He 
was glad to hear the emphasis placed on using the 
Development Aid Group and O.E.C.D. This was the way to meet 
tne soviet economic challenge. He agreed also that there 
should be more political consultation in the North Atlantic 
Council. He recalled that at the last Ministerial meeting 
the question had been raised, and it had been left to the 
Council to consider how this could be done. He was dubious, 
however, about the idea of periodical reviews of N.A.T.O. 
perfo-mance by independent "Wise men". He ageeed that 
N....T.O. was still th* kernel of our collective security 
system. But there was a case for reviewing the position. 
Might we be over-insured in Europe? There was the problem 
of payments across the exchanges, and it was dangerous to 
make N.A.T.O. too strong in nuclear weapons, especially 
M. R.B.Ms. He was glad to hear that the emphasis was now to 
be changed back to conventional weapons, but this faced tne 
United Kingdom with problems. 
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in some way inferior to that of the Anglo-Saxons. One 
possibility might be that the United Kingdom should offer to 
share its national nuclear capability with its Allies. 
Another might be to let the French develop theirs* The West 
Germans needed us for the protection of Berlin and were 
perhaps not very likely to take an independent line. If the 
French brought back their army from Algeria, the 
difficulties in N.A.T.O. might be intensified. For General 
de Galle would be reluctant to put the French Army under 
SACEUR. The Army meant a lot in France - much more than it 
did in Britain or the United States. General de Gaulle 
believed that the Army and the Church were the two bulwarks 
against Communism in France. Another way of posing the 
problem was to ask whether France was to be regarded as a 
world Power or as a European Power. Until General de Gaulle 
was satisfied that he ranked as a world Power he would not 
co-operate fully with the West, whether in N.A.T.O. or 
outside it. This was clear from the attitude he was 
adopting over the Congo, Laos, nuclear tests and the choice 
of a new Secreatry-General for N.A.T.O. It went right 
through both the economic and political aspects of the 
problems surrounding the Six. The pride of General de 
Gaulle and of other very determined men in Europe demand 
that they should have some fuller share of conttol over the 
nuclear strength of the West. They could not tolerate a 
position in which their future was decided by others. They 
were determined to put Europe back on the map. There were 
certain signs in Germany that were alarming. He felt 
strongly that the fundamental fact was that the* Europeans 
were not going to be treated as second-rate people. 

MR. MACMILLAN made it clear that he was posing a 
problem, not offering a solution. It was evident, however, 
that tinkering with the powers of SACEUR was not enough. It 
was also evident that a small number of unsophisticated 
nuclear bombs, which might not amount to much of a force 
could nevertheless cause a great deal of trouble. 

PRESIDENT KENNEDY asked whether there was. any 
formula which might satisfy the Europeans, or would they 
only be satisfied if they had a national nuclear capability? 

MR. MACMILLAN said that they must hav<a terms of 
honour. Perhaps if the French had a national nuclear 
capability they- would be prepared to put it back into some 
form of pool. French feelings on this were strong. They 
were jealous of the special relations which the United 
Kingdom had with the United States. They did nbt understand 
that this existed, not because we were Anglo-Saxons, but 
because we had discoved how to work sensibly together. 

MR. MACMILLAN said that we had go to find some way 
of meeting this problem. If President Kennedy felt it would 
help, the United Kingdom might be able to go into the Six. 
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He thought this was possible. 

Mr. Macmillan thought there should be more 
consultation, and not only in respect of the N.A.T.O. area. 
It was unreal to suppose that all member countries could 
contribute equally. There might perhaps be groups, and 
these might bring in others, such as Australia and Mew 
Zealand and Brazil. We might in this way try to bring 
Germany and France out of 
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tolerate a position In which »5«?Jh Thoy c,>uM «<* 
Jhay were deter-lned to put Su?ow tacl^/fw *" iU * * °thera. 
woro certain sipns lr G*r*lrZ ,JH '* 0R tht «P» There 
stron,l 7 that thTfundanJota? £ a 5 2!! , »£ 1 f rnia «» »• fait 
~t eolng to to treaUd^fsecS^Iu Jl'Jle? «-•»•■»■■«• 

K-W.ii, Si JffJSi^.TajJJ 1 *"^ he .as rosln, . - 
that tlnkorlne with thl fwJ of Si^-m" avW «"t t hoover, 
fas also evident that a srall nSniJ^^ 1 was "«* anough. ft 
nuclo.r borbs, which right not ^Snt f " Mo EM»ticat?d 
could nevertheless ca .„T. K^} n f° %£&.' for ". 

•hlch nlrtffJSJf^^SifffS.*"^' ?-v ™ -y forma. 
•otl.ri.ar If fey'Cad ! SKft^^L^^^ * 

honour. ^ern^s^iV^reich'h^ 7 rust I*™ tern, of 
capability the/would t, c££™2 J ? a na "«*l nuclear 
forn of pool. 7 Kronch feeuKr«- ?hf Mt " kack lnto »«■ 
•are Jealous of the sSeeiSi 2H ?? thls " e ™ "t'ong. They 

« ls . • x i? ted » not because w wm^"?' understand that 
-a had dlacovered how to woV£Lftfy°S f e £,. but b ° CaUS# 

of --etlnf thS C p?SS B !* ld iJ%s?d- h ^ I* *? «" -« "f 
hjlp. the Uhlted Klnedoi nlrht E-m! "5 * Bnn ? a 3 r '-It ltrroufd 
* thoueht this was Sm1U«? ° co lnto tho S1 «» 

tlon,.„d St o^Tln'?e, t Syi t ?IL r Va h ^ U i ,, ta ~ M conault.- 
unreal to surrosa tvt ,f? - • th# *«A*0. area. it waa 
aqually. tSK rljhi jS.r.f * 0, " ,trl «« co ^ «o£tritato 
^thers ? uch 2'LK£^^^J ■"!«««»• jlfht teln, 
-f-t in {hi. way try to brlrl Kn^S SlfiStf * 
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*SeH*i«OH'"U!: ,!S ir-'V"' ■ «5=r-«.-o.:s spirit fron C roM>e 
•vftlch ..ould i.estre/ the rur.-'a -rental pwroso of *:.A TO TS-i* 
rmst, of course, l.e vr.U : > but at -.he =a^ ti£ ™ should 
recorr.lso a reasonable diversity Titian tr» AO.rtle cSSunlty. 
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3. EUROFE 

»nf a ^ 

economic aspects. Hore their objectives were two-"la?\o 
SlSflJ tS 1 ?!!: l«5 C0 " C K?? n «!*•«»«»«■« «* to bind iarSany 
shin of hpSilJr. 5 hilC i hey rcc °enlsec that the relatlon- 
nriS-riw l « d Klncdor and the Seven with the Six was 

EI* EIii y a Pf°" c '"- for th « countries concerned, the anarlcam 
had been worried at the early ideas of a Euroreen Free Trede^ 
Area which soared calculated, fron the African oolnt of £i!. 

t£ Slta/'lnEoE" °fi* UnlUd Eur ° re * They h « d "••«« that 
*ne united *Ingdor:, acting as a pole of attraction i-i»h* 

weaken the forces for unity anon* S« Six. Sut If Sf unlfd 

Klngdon bacar-e a renter of the Six and brownt her oolitlcA 

ItabilUy i b n C t r hc i ^? 1 i t »r Sh- "•?" f™"« "" ScncS"? * 
ataoxiity in the rerlod of uncertainty r/hich was llkelv to 
follow the departure of the present French and Oe"an feeders 
Such a decision on tho part Sr the United K?ncdon wouid Sao 
conflrn even -ore closely tho sncel-i r.->i>»i^«h7. -* ... *.? 

Atl£ntiJ to JL'S5 P ? at- .. of al l P""'^; or. both sides of the 
u«J ?; Si-™" U ^vanccd if tho t'r.ltod Xtr. L -don could see her 
yay to becoTQ ^ :*-bor of the Six. But if there were -erelv 
♦£?! oco " onlc aecorrodntlon bofven th- Six and thieve* ' 
the sK'tat"? v° n ? W:k ° n «» rolltieal v* uc^nd plcntl.l of ' 
S" *z . °r r!3,{, • lhc cor-t5rcial rrotle-s -ore cJ'ff Jeult for 
North Africa, ib |., P od that the oj.C.D. M«ht wm ai « 
ujibrellc for further dovdopnonts, ,-ossibiy l«d to aim blSdlnw 
ties between tho two sides of U* Ytlantlc. If it wfsV * 

2he 9 si$ n ?h^ rl,r } rg J h «. Sovon *o«««»r into relationship with 
nJutfal'4rbers f J n e nl fh^ f al 2° «'"«M*tlet lnsof a? as ?he 

?i L r6 ? rs » l,e * tno Swles, the Swiss and the Austrian* 
7n£iK b ?4 Urobl °r J? r i 3y th<lr ful1 rort in the political » 

j£f t n t l 1 * 1 2 ns .. of . tho Tr °otF of Rone. He hored tnorofore that 

JS-S? 1 ^ i 4? e<,on m J? d take th0 J " d and tKS s?e to what 
extent the other ranters of the Seven could follow suit. 

„r «.w- e HR * ! * c *'J L f*l» remarked that the three neutral maters 

««^- S % /en "??" ln ,°r y CM# nav « ta *• treated as .peel* 
nentars of a wider relationship. Ho did not think this would 
present any rreat difficulty. 9 SIR RCESBT HAIX a 2read and 
sugeoited that the CB.C.D. nlfht help over thl»! 

™.ifK .J K ;, !UXX w?' ,n t " p "°" to tJ w> ".uestioncf the Connon- 
realth an! the rroblan of tropical foodstuffs. »ny naraar 
of the two proferertlal systems vould be difficult for^tS 

♦r'-i2 OB8 'J? , ' rtlc V 1 ' irly ln re5 r°ct <£ their resSnslblimaa 
tp non-nenbar, undcr-dovelcMd States. ;i horid th.t *h- 

SSStho! ! 0t " ^ '* Vnlt ^ ""«-•* 5««MtStS tilla JJobla. 
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